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PREFACE

Americans, more, and more, are confronted with issues which cry
out for fresh thinking and early solution. )

We must concern ourselves about an economy which—while surpass-
ing the trillion dollar mark in gross national product—nevertheless is
subject to alarming inflationary pressures and recessionary decline at
one and the same time. .

We must attempt to “unwind” a war while guarding our security
throughout the world.

We must attempt to understand the causes of dissensions which
Spring up among youth, among minority groups, and even among spe-
cialists who look at the same set of facts and arrive at totally differing
conclusions about such matters as a supersonic transport airplane or
water pollution.

How, then, to catch the attention of the Nation and focus it upon a
largely unnoticed crisis which now affects a majority of 20 million
persons already aged 65 and over, and which threatens to engulf many
more millions now nearing retirement age?

That “unnoticed crisis” springs from generally inadequate retire-
ment income; it is intensified by new demands upon that income ; and it
1s made more desperate by the fact that we have yet to declare a genuine
national commitment for dealing with this crisis.

In fact, we as yet seem unprepared to make that commitment, or even
to recognize the true dimensions of the crisis.

For 2 years, the United States Senate Special Committee has been at
work on an exhaustive inquiry into the “Economics of Aging: Toward
a Full Share in Abundance.”

Our goal was to make a broad-based evaluation of those public and
private programs, social and economic forces and other considerations
related in any way to what might be called the personal economics of
aging.

We wanted to know what is happening, and what will happen, to
individual Americans who must make the adjustment from employ-
ment, income to retirement income.

To do that, we had to go far beyond any one program, even one as
monumental as Social Security.

We also had to concern ourselves with the promise, and limitations,
of the private pension system.

We had to consider the drains on retirement income: illness (Medi-
care covers less than half the total medical bill of the elderly) ; the high
cost of shelter; the dwindling opportunities for employment even
before age 60, special consumer needs of the elderly, and much more.

Ve had to give some thought to special problems of minority groups,
but much more intensive attention is still needed here.

To manage so formidable an undertaking, the Committee resorted
to two devices.

(T11)
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One was the mobilizing of subcommittees within this Committee to
take on individual tasks. Thus, Senator Frank Church, as Chairman
of the Subcommittee on Consumer Interests, conducted a hearing on
consumer aspects of our subject. Similar hearings, also on specialized
aspects of the overall inquiry, were conducted by: Senator Edmund
Muskie, Chairman of the Subcommittee on Health (Health Aspects) ;
Senator Frank Moss, Chairman of the Subcommittee on Housing
(Homeownership Aspects) ; and Senator Jennings Randolph, Chair-
man of the Subcommitteec on Employment and Retirement Incomes
(Employment Aspects). These hearings, and others conducted on
behalf of the full Committee, provided a hearing record of consider-
able magnitude and depth. To all those who participated as witnesses
or as commentators whose views were transmitted by mail,* the Com-
mittee offers heartfelt thanks.

In addition to dividing the responsibility among subcommittees, the
Committee also made intensive use of “working papers” prepared in
advance of hearings in order to summarize major facts and to present
recommendations by knowledgeable specialists from several fields.
These Task Force members, and individual authors of several papers,
also have the deep appreciation of this Committee. They were generous
with their time and their concern about the issues before the Commit-
tee, and they served without fees of any kind. This “honor roll” has
the following members:

“ECONOMICS OF AGING: TOWARD A FULL SHARE IN ABUNDANCE”, a
working paper prepared by a task force:

Miss Dorothy McCamman, Consultant on the Economics of Aging. Spccial
Comunittee on Aging

Juanita M. Kreps, Ph. D., Dean of Women's College, Duke University

James H. Schulz, Ph. D., 4dssocietc Professor of BEconomics, Brandeis
University

Agnes W. Brewster, Consultant on Medical Economics

Harold L. Sheppard, Ph. D., Steff Social Scientist, W. B. Upjohn Institute
for Employment Research

“HEALTH ASPECTS OF THE ECONOMICS OF AGING”, a working paper
prepared by an advisory committee:

Agnes W. Brewster, Consultant on Medical Economics

S. J. Axelrod, M.D., Director, Bureau of Public Health Economics, Uni-
versity of Michigan

Melvin A. Glasser, Director, Social Security Department, United Auto
Workers

Bert Seidman, Director, Department of Social Security, AFL-CI0

“HOMEOWNERSHIP ASPECTS OF THE ECONOMICS OF AGING”, a fact
sheet prepared by:

Herman B. Brotman, Chief, Research and Statistics, Administration on
Aging, Department of Health, BEducation, and Welfare

“ECONOMICS OF AGING IN BERGEN COUNTY”, a fact sheet prepared by:
Gladys Ellenbogen, Ph. D., Professor of Economics, Montclair State College

1 Names of witnesses and others who sent statements may be found {n the index which
appears at the end of this report.
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“SOCIAL SECURITY FOR THE AGED: INTERNATIONAL PERSPECTIVES?”,
a working paper prepared by:

George F. Rohrlich, Professor of Political Economy and Social Insurance,
Temple University School of Business Administration

“EMPLOYMENT ASPECTS OF THE ECONOMICS OF AGING”, a working
paper prepared by the National Council on the Aging’s National Institute
of Industrial Gerontology:

Harold L. Sheppard, Ph. D. (Upjohn Institute for Employment Research),
Chairman

Norman Sprague, Director

Irma R. Withers, Deputy Director

“PENSION ASPECTS OF THE ECONOMICS OF AGING: PRESENT AND
FUTURE ROLES OF PRIVATE PENSIONS”, a working paper prepared by:

James H. Schulz, Ph. D., Associate Professor of Economics, Brandeis Uni-
versity

“THE STAKE OF TODAY’'S WORKERS IN RETIREMENT SECURITY”, a
working paper prepared by:

Nelson H. Cruikshank, President, National Council of Senior Citizens

Many of the Economics of Aging working papers were prepared
under intense deadline pressure. In almost every case, the preparation
of the documents was feasible only because the Committee was fortu-
nate enough to have Miss Dorothy McCamman as consultant for this
study. She was on hand when help was needed throughout this entire
effort, from beginning to end. In a field to which she has already made
many substantial contributions as a staff person within the Executive
Branch and as advisor to private organizations, Miss McCamman has
now added another major achievement which—it is hoped—vwill help
lead this Nation more quickly to a goal she has long sought : true secu-
rity for older Americans.

That same goal is sought by this Committee, and—as the following
pageg declare—that goal is attainable within the early part of this
decade.

A clear-cut call to action is advanced in this report. It is in the inter-
est of every American, whether now old or far from retirement, to heed
that call.
' Harrison A. Wirntams, Jr., Chairman.



CONTENTS

Page

Preface. ______ . ______ I

Introduction: The “Selling of a Solution”_________ - -7777777" " 1

I. The Persistence of Crisis__________________________~""==="""" 2

‘ II. Rationale for Action in 1971________________ "~ TTTTmmmeT 3

Part One: Committee Recommendations_ . __________________~~~°""""" 5

. The Need for a National Policy and Commitment______._____. 5

1971 White House Conference on Aging___._.________________ 5

An Institute on Retirement Income________________ " "°°° 6

IT. Retirement Income._________________________""""mmmmmmmmm 7

Current Data on Incomes of the Aged____________________ - 8

A. Social Security_____________________________ 7" 9

B. Old-Age Assistance and Welfare Reform_ . ___.________ 12

C. Private Pensions_ .. ________________________T"T777" 13

III. Health Aspects___._________________________““"""/mmmmmmr 15

Health Costs—A Few Recent Facts_ . _____________________~ 15

Prospect of a National Health Insurance Program_____________ 16

Urgently Needed Steps To Improve Medicare. ___.__________. 17

Medicaid Should Be Improved—Not Weakened__________.____ 18

Translating Health Care Into Social Care__ __________________ 18

IV. Employment Aspeets_ ________._________________T"TTTTmmTT 20

Work Trends for the Mature Worker_ __________________ """ 20

New Hope for Older Workers in the Seventies_________________ 21

Employment Opportunities for Aging Americans_ . ___________. 23

V. Housing Costs__._______________ ________________TTTTTTmmmT 25

Relief for the Homeowner and the Renter____________________ 25

Rescue of Section202._________________________TTTTTTmmmTT 27

The 1970 Housing Act..______________________________"""""°" 28

Assistant Secretary of Housing for Elderly____________________ 29

PartiTwo: As Viewed by Older People.. . __________________~~~~==" 31
The Overall Views of Senior Citizens Summarized by a Leading

Gerontologist_ _________________________________~ T 31

Living on a Retirement Income______________________ """ 35

“We don’t want to be a burden on our children’’ _ ____________. 37

“We fixed income people are in trouble’ ______________________ 38

The middle income aged are also threatened. _ ________________ 39

Widows are especially disadvantaged_________________________ 40

“Raise Social Security” ________________________ " 41

The retirement test___.________________________________ """ 41

“Medicare is like a leaking umbrella” __________________"""°°° 41

Meaningful Employment Opportunities. . ________________________ 43

Private Pensions_________________________________ Tt 43

Rising Housing Costs___.__________________________TTTTTmmmmTT 44

In Conclusion—A Call To Action_______________________~~~== """ 47

Part Three: As the Experts See It_________________ - --""""""""""" 49

I. The Need for a National Policy and Commitment_______________ 49

Reshaping National Priorities_ _______________________~~""""~° 50

Allocating Resources—Over Time and Among Generations. ... 51

Not a Matter of “Either/or” or a Question of “Payoffs”’______.___ 54

Costing Out Alternatives.____________________ ______~"""770 55



VIII

Part Three—Continued Page
II. Retirement Income__ _ __ __ - 57
Basic Public Policy Issues—A Summary. . ______________.- 57
Potentials for Improving the Economic Situation of the Aged—
In General - _ - 59
A. Social Securiby _ - - 62
The Need for Bold Reformy_ . _____________. 63
A Proposal for a Dual System__ . _ . ____ ... .-~ 65
Reform of the Existing System_._____ . _________._____ 66
The benefit level and the minimum benefit___________ 67
Adjustment methods._______________________________ 74
The retirement test_ _ .. .- 76
Finaneing_ e 83
B. Old-Age Assistance and Welfare Reform.._________________ 89
Potentials of Welfare Reform__________________ .. _______ 90
Proposals for Reform____ . _____ . 92
Family Assistance Plan. . __________________________ 92
Proposal for integration with Social Security_________._ 93
Federal administration and financing of assistance___.___ 95
Amount guaranteed in relation to Social Security mini-
TUITYC - o e o e e e 96
Recommendation for a higher guarantee_ - ____________ 98
C. Private Pensions_ _ _ _ . o= 98
Intrinsic Interrelation with Social Security. . ____ .. ___ 103
Inadequacies of Social Security Put Heavy Burdens on Pri-
vate Plans_ e 105
Special Problem of Plant Shutdowns_____________.________ 106
Three Proposals to Expand Private Plan Coverage. . _._.. 109
Voluntary Supplementation of Social Security . .- ____._.__ 114
Strengthening the Existing System.________ .. _____.___ 115
What Price Freedom of Choice?_ ____________________ ... 120
III. Health Aspects_ __ .. o o= 122
Prospect of a National Health Insurance Program____._.______. 122
Need for More Adequate Basic Social Insurance___.________.__ 124
Interrelatedness of Health Care and Social Care.__________.__. 126
Urgently Needed Steps to Improve Medicare and Medicaid. - -~ 128
Advisory Committee recommendations._ . _______________ 128
Medicare and Medicaid: Overall problems and recommenda-
tions identified by other experts__________________ .- 133
Problems as seen by a Public Health nurse_ __________.___ 139
Problems as seen by a director of a Homemaker Service__ .. 142
Views of a health insurance executive____________._____. 144
Views of organized medicine_________ . ______ 146
Views of organized older people_ _______ . ____.___________. - 149
Testimony of the Department of HEW_____________.____ 150
IV. Employment Aspects_ _ ___ - 153
Manpower Policy in Relation of Other Social Poliey___.___.____ 155
Recommendations of a Manpower Practitioner__________.__.__. 159
A Lifetime Continium .. _ _ _______________ - 160
Relation of Health Problems to Employment Experience. .- - 162
Assessing Fitness for Continued Employment__ ... 166
Strengthening Government’s Role__._ .. 168
Older Worker Specialists_ .. - 168
Conflict in Federal Policies_ - _ ... _.._____ 169
Expanding Government’s Role_ .. _______________-__- 170
Part-time Employment and Service Opportunities for the Re-
tired. - e eemee e 172
V. Housing Costs _ - _ - oo 176
Documentation of the Serious Nature of the Problem______ 176
Uneven Burden of Loeal School Taxes_ - _____ .- 178
A Proposal for Federal Action_ ____ . _________._____ 181
Proposals for State and Federal Action________________..- 185
Proposal for an Actuarial Mortgage Plan_________________ 189
Minority views of Messrs. Prouty, Fong, Miller, Hansen, Murphy, Fannin, :
Gurney, and Saxbe_ _ - e 193

Supplemental views of Mr. Miller__ . ... 197



IX

APPENDIXES

Appendix A. “S. 869—Introduction of Bill to Establish an Institute on
Retirement Income”. Floor remarks of Senator Williams, Feb. 4, 1969_.
Appendix B. Tables prepared by Administration on Aging.__________..-
Table 1. Trend in median money income of families and unrelated
individuals, 19601969 _ _ _ _ _ _ oo

Table 2. Distribution of families and unrelated individuals by money
income in 1969 _ _ _ i

Table 3. Number of persons living in households with total income
below the poverty line, by age group, 1959, 1968, and 1969______

Table 4. Number and proportion of older families and unrelated
individuals living in households with income below the poverty

line, by sex and color, 1959 through 1969_____________________..

Table 5. Number and proportion of households with total income
below the poverty line, by age group, sex, color and relationship to

head of family, 1969_ . __ .-

Table 6. Number and proportion of persons aged 14 and over living in
households with total income below the poverty line, by age group,

years of schooling, and work experience, 1969 _ ________________.

Index to hearings_ -

209

210
213



91sT CONGRESS SENATE { REPORT
2d Session No. 91-1548

ECONOMICS OF AGING:
TOWARD A FULL SHARE IN ABUNDANCE

DECEMBER 31, 1970.—Ordered to be printed

Mr. WiLLiams of New Jersey; from the Special Committee on
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REPORT
together with
MINORITY AND SUPPLEMENTAL VIEWS
INTRODUCTION

“Aging is not easy to ‘sell’, to raise high in a list of
national priorities. Much of America still looks for the
fountain of youth . . . it is true that a minority of the
national population is in the later years today—one in
ten Americans is an older American. But 70 of every
100 babies born today may expect to live into their 70s
...and so we truly speak for a majority.

“Let us speak well and loudly”.

—John B. Martin, U.S. Commissioner of
Aging and Special Assistant to the Pres-
ident on Aging, in an address, Denver,
Mar. 19, ’70

THE “SELLING” OF A SOLUTION

_ If,asissaid in the excerpt above, aging is difficult to “sell” as a prior-
ity matter for national concern, it is all the more essential for this Com-
mittee to declare, as forcefully as it can, that :

* Qur Nation, during this thirty-fifth anniversary year of the
Social Security program, has not yet resolved retirement income
problems which severely damage the economic status, morale, and
even the health of millions of Americans, including many well
above the poverty line,

1)



But that:

¢ It is within the power of this Nation, if it takes full advantage
of several unique opportunities during the remaining eleven or so
months before the White House Conference on Aging—and in the
months immediately following that Conference—to make the
1970’s the decade in which this Nation will achieve its declared
goal of “an adequate income in retirement in accordance with the
American standard of living.”* '

In other words, the “selling of a solution” can be made to happen in
1971, and implementation can begin soon after.

As basis for these declarations, the Committee draws upon 2,000
pages of testimony, “working papers” prepared by task forces or in-
dividual authors, and from the data or counsel generously provided
by dozens of others who have expert knowledge or direct personal as-
sociation with the problems and programs described.

I. Tur PrrsisTENcE oF CRISIS

This Committee began its inquiry into the Economics of Aging in
December 1968. In the months that followed, during preparation of
the first “Working Paper”, it became clear that the Committee had
an obligation to declare that the retirement income problem in the
United States had become a retirement income crisis,

Not only were more Americans entering into retirement; they
were spending more years as retirees because of a trend toward early
retirement and because of sharp increases in the number of the “aged
elderly,” those past age 70. Not only was today’s crisis visibly wors-
ening, there was every reason to believe that—in terms of sheer num-
bers of people affected—it would most certainly become even more
severe unless major policy changes were made.

In December 1970, this Committee must report that, even with pas-
sage of a stop-gap 15 percent Social Security increase late in 1969,
the crisis still exists. Details are provided in the next section, but the
essential facts are these:

—Two years ago, the aged had less than half the income of those
under age 65. The same holds true today.

—Two years ago, approximately 4.6 million people aged 65 and
over lived below poverty levels. In December 1969, the latest date
for which statistics are available, that number had increased by

~ 200,000—and the number from ages 60-64 had also increased
by 12,000 : ¢ was only among these older Americans that the num-
ber of people living in poverty rose.

—Two years ago, the Committee received information that an alarm-
ing number of workers are retiring before age 65 and accepting
reduced Social Security benefits, not because they preferred this
form of “retirement”, but because they had no choice. They were
out of work, ill, or in marginal employment. There is good reason
to believe that this trend is not slowing at all, but actually
increasing.

—Closely related to the trend above is widespread unemployment
among workers who are 45 years old or older. Since January 1969,

. the number of jobless “older workers” has jumped from 596,000

1 As cited in the Older Americans Act, Public Law 89--73, July 14, 1965,
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to 1,017,000. Their unemployment lasts longer than that of younger
workers, and the older person has greater difficulty in finding
work at the same pay level after prolonged “layoff.” If current
labor force participation trends continue, one out of every six
men in the 55 to 59 category will no longer be in the work force
by the time he reaches his 65th birthday. Ten years ago, this ratio
was only one of every eight. A new group of “aged poor” is in
the making. _

—Two years ago, this Committee expressed concern about the Medi-
care Part B Premium, which then cost the elderly $3 a month.
It has now been announced that a new increase in 1971 will raise
the monthly premium for the Medicare recipient to $5.60, or nearly
double the original amount. And yet, the “Fconomics of Aging”
hearing transcripts are crowded with statements on the hardships
imposed upon many elderly who cannot really afford to pay any
premiums at all.

—During those same two years, price inflation for medical care
was intense: the index rose from 147.4 in October 1968 to 167.9.
Medicare provides less than 50 percent of all health care costs of
the elderly; and for some individuals, the costs of uncovered
care continue to be catastrophic.

—Inflationary pressures in general are far more severe in 1970 than
they were in 1968: the overall Consumer Price Index rose from
122.9 in October 1968 to 137.4. For elderly homeowners, the effects
of inflation were especially severe because of the direct relation-
ship between high-cost local government services or expenses
(education, increases in public employeecs’ salaries, ete.) and the
local property tax.

II. RarroxaLe For Actioxn 1§ 1971

This report has already declared that the stage could be set in 1971
for early resolution during this decade of our retirement income crisis.
That statement is based upon these facts:

—Not since early 1960, when this Nation prepared for a White House
Conference on Aging, has there been such nationwide interest in
older Americans. As 1971 begins, plans are well-advanced for
another White House Conference which could—if expressed in-
tentions of the Administration on Aging are fulfilled—be cven
more incisive and more well-disciplined in terms of focusing
upon a limited, but carefully chosen number of issues.

Surely, retirement income is one such issue.

This Committee, in the section which follows, offers specific rec-
ommendations which will set the stage for optimum effectiveness
of the White House Conference on this issue. These actions would
help assure that the White House conferees would grapple with
the problems on terms which will help assure solutions in the
1970%s.

—The President of the United States has, within recent months, re-
ceived a Task Force Report? which recommended revision of
the proposed Family Assistance Program to raise all older
Americans above the poverty line, far-reaching innovations in the

2“Toward A Brighter Future For the Elderly,” The Report of the President’s Task Force
on the Aging, April 1970.
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private pension system, and major changes in Social Security. The
Committee does not wholly agree with every proposal advanced by
the Task Force, but does recognize that its report issues a clear
call for action on a scale as yet unattempted in this Nation. The
Task Force report builds upon the programs advanced by the
President and his two predecessors. It is a major event in the de-
velopment of a national policy on aging.

—Within the Congress, a proposed cost-of-living adjustment mech-

anism within the Social Security System—sought by both Presi-
dential condidates during the 1968 campaign, sought by the pres-
ent Administration, sought by many individual and influential
legislators—was passed by the House of Representatives. This
action alone is a harbinger of more far-reaching actions that could
be taken to reform Social Security.
But this Committee urges that the automatic adjustment mech-
anism have as a base more adequate benefit levels than those ad-
vanced .in 1969 by the Executive Branch, and that the financing
for any such measures be based primarily upon growth of the
Social Security trust fund, rather than on additional, regressive
taxes upon employee-employer contributions.

—Congressional units, and the Executive Branch, have recognized
that legislation should be enacted during the 92nd Congress for
improvement of private pension coverage. This interest, culmi-
nation of several years of close scrutiny of the pension system,
could produce additional, and important, impetus in our progress
to a national commitment on retirement income.

Even more important than the factors described above is that action
must be taken early in the 1970’s because the problem is so grave.

To those who say that major reform is not possible in a Nation which
is fighting a war, inflation, and at least semi-recession at the same time,
this Committee points out that it is far more reasonable to assume that
we in this Nation will resolve these problems, rather than succumb to
them. Tt is also reasonable to assume that we will resolve them fairly
early in this decade.

And therefore it is imperative that we be prepared to act in a spirit
of confidence, rather than despair—to have an action plan ready to
become reality.

On the pages that follow, several recommendations are made for
legislative action. Several proposals are also made for what appear to
be fact-finding mechanisms. Actually, the Committee is not calling as
much for fact-finding as it is for problem-solving. An “Institute on
Retirement Income,” for example, is proposed—not for the sake of
more “study” or because this Committee is uncertain about the need for
action—but because such an institute can provide as-yet unavailable
information that will help the Congress and the Executive Branch to
make hard decisions on specific, concrete issues.

Here, within our grasp, are ingredients for a solution which now
must be “sold” to policy makers within government, to informed per-
sons throughout the field of aging, no matter what. their specialty; to
older Americans, and to each young person who will some day find that
today’s solution for others will be his, too, in fewer years than he
thinks. As a first step toward the “selling” of this solution, the Com-
mittee now offers its recommendations, followed by two sections in
which witnesses and others who contributed to the study are quoted
at some length.



, PART ONE
COMMITTEE RECOMMENDATIONS

I. THE NEED FOR A NATIONAL POLICY
AND COMMITMENT

Our Nation, economically developed as it is, has not only failed to
formulate a national policy with respect to its aged population but it
has failed to put into usable form the essential facts on which such a
policy should be developed.

Necessarily, therefore, the Committee’s two-year study of the Eco-
nomics of Aging has focused on specific aspects, sometimes without re-
lationship to intrinsically interrelated aspects and almost always
without relationship to an adequate backdrop of essential information.

During two years, we have seen a new effort to shift priorities, to
“deemphasize” Federal expenditures for the aged in favor of the.
young. (For additional discussion of this effort, see p. x of “Devel-
opments in Aging-1969.”) Such comparisons completely ignore the
fact that the vast bulk of so-called “Federal” expenditures for the aged
are from trust funds into which workers and their employers have con-

~tributed to provide basic support in old age, while the young are
largely supported by their parents’ current earnings. But perhaps even
more 1mportant, these comparisons ignore the fact that a Nation as
rich as ours can do better by both the old and the young. This need not
be an “either/or” proposition.

1971 Wirre House CONFERENCE ON AGING

Our first recommendation is therefore that we maximize the
opportunity provided by the 1971 White House Conference on
Aging to develop a basic national policy and the commitment es-
sential to carrying out this policy.

This recommendation is clearly consistent with the objectives of of-
ficials charged with responsibility for directing the Conference. Re-
peatedly, official statements and directives have described the ultimate
purpose as the shaping of a national policy for aging, derived from
informed discussion of alternative approaches and thoughtful evalua-
tions of practicality or feasibility. For example:

The 1971 White House Conference on Aging is projected as
a serious and difficult undertaking. The principal task . . . is
to arrive at a carefully weighed, comprehensive system of
national policies which will give direction to action on behalf
of older people at national, State, and community levels.

In the hopes of achieving this objective, the design of the Confer-
ence places great emphasis upon limiting the number of recommenda-
tions to those of major substance and priority.

! “Technical Guide for Community and State White House Conferences on Aging,” pub-
1ished by the Administration on Aging, November 1970.

(5)
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The Committee has these additional suggestions for maximizing the
opportunity afforded by the Conference.

As an essential to development of a basic policy acceptable to the
entire Nation, the Conference must not be fragmented and split by
partisan debate. It would seem necessary to provide a mechanism at
the Conference—for example, a final vote during a closing plenary
session—for voicing this total commitment. Only in this way can the
Conference result in a clear mandate on issues that cut across the con-
cern of more than one section, for example, the issue of the Social
Security retirement test.

Further, in the preliminaries to the Conference, it is essential that
background papers and other fact finding reports be so soundly based
as to preclude the possibility that the Conference itself will get bogged
down in debate over statistics and projections that are so technical
as to be beyond the competence of the layman the Conference is de-
signed to include.

For illustration, we can assume from this Committee’s two-year
study that a major retirement income issue at the White House Con-
ference in 1971—much as the issue of Medicare dominated the 1961
Conference—will be the role of private pension plans in providing in-
come security for the aged of the future. If it is assumed that most
retirees of the future will qualify for private pensions, it is reasonable
to hold the basic social security benefit below the level that would be
justified were the benefit the main source of support for retirees of the
future, just as it is for those today. But unlike the issue of Medicare,
where there was clearcut documentation that older people have higher -
than average medical costs and lower than average incomes with which
to pay these costs, the debate on the issue of private pension plans will
be conducted in an aura of speculation about the future.

We therefore recommend that in furthering the objectives of
the White House Conference, there be immediately convened task
forces of experts of various disciplines—and without regard to
political affiliation—to define the reasonable limits of future ex-
pectations in relation to private pensions and other sources of
income so that the delegates to the Conference itself will not be
confused by competing claims. :

\

AN InsTrruTE ON RETIREMENT INCOME

Because the problems of income maintenance in old age are so com-
plex and so pervasive, we need a continuing mechanism for developing
and implementing national policy.

In 1968, the Chairman of this Committee first introduced a bill (S.
4115) to establish an Institute on Retirement Income. The bill was
reintroduced on February 4, 1969, to permit consideration by the 91st
Congress (S. 869).2 : '

This legislative proposal would establish an Institute on Retirement
Income to “conduct studies and make recommendations designed to
enable retired individuals to enjoy an adequate retirement income”.
The Institute would be a “think tank” concerned with all aspects of
retirement income—private pensions, social security and other systems
of retirement assistance, not necessarily limited to existing plans or
programs.

3 See Appendix A for the text of S. 869 and Senator Williams’ introductory remarks.
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Had the provisions of S. 869 been enacted, we would have been much
better prepared for the deliberations of the White House Conference—
much surer that the policy developed through these deliberations was
soundly based on careful research. )

The Institute on Retirement Income, while overdue, would still
serve its fundamental purpose of assuring that the retirement policies
and commitments which this Nation makes to its people are based on
the firmest possible foundation.

During the course of the Committee’s two-year study, the need for
an Institute on Retirement Income—even though not so identified—
was repeatedly underscored. Here for example are seven specific subject
areas on which expert witnesses urged research appropriate to a Re-
tirement Income Institute—subjects which cut across the jurisdictional
responsibility of government departments and Congressional commit-
tees and in which the private sector has a profound interest:

1. Projections of coverage and benefits under private pension
plans, essential to the development of public policy in the area of
social security.

2. Analysis of proposals for expanding the coverage of private
pension plans—three of which were proposed during Committee
hearings—assessing their likenesses and differences with a view
to developing a sound legislative proposal.

3. An objective assessment of the Social Security “retirement
test”, and various proposals for elimination and drastically chang-
ing its character, from the point of view of the effect of the test
on employment opportunities for the aged as well as optimum use
of social security funds, and with account taken of any offsets to
costs which result through gains in income taxes and savings in
welfare payments.

4. Lessons to be learned from foreign experience with public
and private pension systems, especially in methods of adjustment
to productivity.

5. Study of various methods of automatically adjusting social
security benefits to rising costs and standards of living, including
specifically an assessment of the appropriateness of using the Con-
sumer Price Index for adjustment of benefits of an aged popula-
tion.

6. Follow-up research on an attitudinal study of a proposal for
converting the equity in the owned home into a lifetime annuity
and on the mechanism whereby such a proposal could be imple-
mented.

7. Development of models indicating the cost of various alter-
native methods of achieving retirement income of adequate level
and related to the growth of the economy, for use in establishing
an order of priority.

We therefore recommend that the 92nd Congress give prompt
consideration to legislation—to be introduced early in the first
session—establishing an Institute on Retirement Income.

II. RETIREMENT INCOME

Nearly two years ago, the working paper prepared for the Senate
Committee on Aging by a Task Force on the Economics of Aging

53-175—71 2
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sounded the alarm about a retirement income crisis, a crisis that ap-
peared to be deepening. Since then the figures used to document this
crisis have changed slightly. Yet the message remains the same:

The economic problems of old age are not only unsolved for
today’s elderly, but they will not be solved for the elderly of
the future—today’s workers—unless this Nation takes posi-
tive, comprehensive actions going far beyond those of recent
years.

CURRENT DATA ON INCOMES OF THE AGED

In 1967, the median money income of families with an aged head
was 46.2 percent of that for younger families—a drop from 50.6 per-
cent in 1961. In 1969, the gap had narrowed somewhat to 47.6 percent.
Similarly, the median income of unrelated aged individuals as a pro-
portion of the median for younger individuals dropped from 47.2
percent in 1962 to 40.5 percent in 1967, but then rose to 43.0 percent
in 1969.3

Perhaps of more significance is the fact that a comparison of older
and younger families of the same size clearly reveals that the aged
have less than half the income of those under 65. For example, a spe-
cial analysis of Census data for 1968 shows that aged couples (2-person
husband-wife families) had a median money income of $4,038, well
below half the median of $8,752 for younger couples. And the gap was
even greater for individuals living alone or with nonrelatives: for
the aged men $1,916 in comparison to $5,277 (not much more than
one-third) and for the aged women, $1,670 in comparison to $3,349.

4 meost distressing fact—a disgrace in a Nation pledged to an all-
out war on poverty—is that there was an increase in both the num.-
ber and the proportion of aged poor between 1968 and 1969.4 In 1969,
there were approximately 1.8 million people aged 65 and older who
were living in poverty, almost 200,000 more than in 1968. They repre-
sented 19.7 percent of all persons 65 and older in 1969, an alarming rise
from the 18.2 percent found for 1968. Alarming too was an increase
in the number of poor aged 60 through 6}.

Today older Americans are twice as likely to be poor as younger
persons. One out of every four individuals 65 and older—in contrast to
one in nine for younger persons—lives in poverty.

Significant also is the fact that there were major increases between
1968 and 1969 in the number of men among the aged poor. The Work-
ing Paper on “Economics of Aging: Toward a Full Share in Abun-
dance” called attention to the fact that—despite a drop in the over-
all proportion of the aged who were poor—the number of aged women
living alone in poverty had increased in recent years, “reflecting the
desire to live independently even at the price of poverty.” Now that
the data reveal an increase in poverty among men over 65, one can
not help but question whether these are men who, having been eased
out of the labor force before age 65, found it necessary to claim per-
manently reduced social security benefits even though they had little
in other retirement income—thus forming a new group of aged poor.

3Data on the trend in median money income and the distribution in 1969 appear In
Tables 1 and 2 of Appendix B.

¢ For data on trends and a detailed analysis of the characteristics of the aged poor, see
Tables 3-6 in: Appendix B.
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Since the Task Force’s Working Paper was prepared, new data
are available from two surveys of the Social Security Administration.
One—the Survey of Newly Entitled Beneficiaries—throws further
light on the characteristics of persons who claim benefits before age
65. The first of a series of Social Security Bulletin articles (Novem-
ber 1970) based on this survey included these summary conclusions:

About 50 percent of currently payable awards to men are to
those aged 62 at entitlement. About 1 in 5 of them has not
worked for at least 12 months before his entitlement— a far
higher proportion than among those who became entitled
at ages 63, 64 and 65. Among the group as a whole, about 6 in
10 men filed either in their month of entitlement or within
3 months in advance of that month. 4 certain wrgency is thus
implied for some of them—almost as if they were in a queuc
waiting for the menimum age for retired worker benefits to
arrive. { Emphasis added.)

and

About 25 percent of the men claiming reduced benefits and
40 percent entitled at age 65 to benefits payable at award
also reported income from a private pension plan. About 9
percent of the former and 15 percent of the latter reported
income from public pension sources other than social security.
Barely one-third of men with reduced benefits had supple-
mentary pension income in addition to social security benefits.

The other survey is the 1968 Social Security Survey of the Aged,
a survey that provides data permitting a comparison with data from
earlier surveys discussed in the Task Force’s Working Paper. Among
the Preliminary Findings of the 1968 Survey, reported in the April
1970 Social Security Bulletin :

—Of all aged units, 44 percent had income below the poverty level
in 1967 ($2,020 for couples and $1,600 for nonmarried persons).
Another 11 percent would have been classified as “near poor”.

—Only about one-third of the aged units had incomes large enough
to provide at least a moderate level of living as defined by the
BLS budget for a retired couple ($3,930).

—Even of the couples receiving social security benefits, more than
one-fifth (22 percent) had total incomes of less than $2,020 and
would therefore have been classified as poor on the basis of the
1967 income threshold developed by the Social Security Adminis-
tration. Nearly three out of every five nonmarried beneficiaries
had income below the poverty threshold of $1,600.

—The Social Security benefit remains the major source of income
for most retirees. One-fourth of the aged couples on the rolls at
the end of 1967 and two-fifths of the nonmarried beneficiaries
depended on Social Security for almost their entire support—for
all but $300 per person for the year. And, significantly, there had
been little improvement in this respect since the incomes of aged
beneficiaries were surveyed a decade earlier.

A. Sociar SECURITY

Of all persons 65 and older, nine in ten now receive or are eligible
to receive social security benefits. This fact, in combination with the
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urgent need for action documented by the findings above, clearly in-
dicates that the fastest and most dirvect way of improving the income
situation of the total aged population is through an increase in the
benefits of the Social Security system.

Our emphasis on the use of the Social Security system as the means
of delivering fast improvement in the income situation of the aged is
not intended to preclude careful consideration of the various innova-
tive proposals for reforming our system of income assurance for the
aged—for example, proposals for a negative income tax in combina-
tion with a wage-related benefit. It is instead because of the urgency of
the problem and because development of any drastic departure from
the time-tested and widely accepted Social Security system would take
a longer period of deliberation than our aged population can afford to
spend in waiting for the optimum solution to their problem now.

PENDING LEGISLATION

Late in 1970, the Senate passed a bill that would make some badly
needed changes in Social Security—improvements representing a
major step forward in dealing with our present retirement income
crisis. Final resolution of differences between the House and Senate
bills was not accomplished in the 91st Congress but similar amend-
ments will undoubtedly receive the early attention of the 92nd
Congress. .

The Senate bill would raise benefits by -10 percent, a much more
realistic increase in this period of spiraling inflation than the 5 percent
increase passed by the House last May. Even more significant, the
Senate bill raises the minimum benefit—now $64 and increased to only
$67.20 under the House legislation—to $100 a month, an amount that
would lift many elderly people out of poverty.

Both bills liberalize the retirement test by raising the amount that a
beneficiary under age 72 may earn without loss of benefits (to $2,000
in the House-passed bill and to $2,400 in the Senate version). For all
earnings above the exempt amount, the bills would provide for a $1
reduction for each $2 of earnings.

Both bills increase the widow’s benefit to 100 percent of the primary
benefit of the deceased spouse. Both correct a gross inequity in the
present benefit for men who retire before age 65 by providing an age-
62 computation point for them, just as now exists for women.

The bills provide other improvements not spelled out here.

Of great significance is the major innovation of automatic increases.
in the benefit level, the tax base and the exempt amount under the re-
tirement test. Here the Senate bill departs from the House-passed
measure by stressing the predominant role of Congress in determining-
benefit levels with the automatic provisions serving as a back-up to
assure that in the absence of Congressional action, the real value of
benefits would not be seriously eroded by rising prices. The Senate
version is to be preferred, emphasizing as it does that the Congress is
not abdicating responsibility for more meaningful increases in benefit
levels. Unfortunately, however, the Senate version contains an unde-
sirable provision in that it would finance approximately half of the
cost-of-living increase through an increase in tax rates with the other:
half—rather than 100 percent as in the House-passed bill—through an
increase in the taxable wage base. The effect of financing part of the
cost, through higher tax rates is to increase the burden shouldered by-
workers who have low earnings and can least afford a tax increase.
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The Special Committee on Aging urges that the Congress
speedily enact the Social Security Amendments adopted by the
Senate, modified to include the House-passed provision for financ-
ing cost-of-living increases.

NEXT STEPS

The improvements summarized above fall far short of the bold re-
form of Social Security urged by witness after witness over the last
two years.

If benefits are raised by no more than the increase in cost-of-living,
just as many of our elderly people will remain just as poor as they now
are. They may even become poorer in the years ahead when advanced
age and deteriorating health deplete whatever resources they may have
in addition to their benefits. There is virtually no chance that their
economic situation will improve; they are literally frozen into pover-
ty.

Future retirees too will have no larger share in economic abundance
unless a major reform in benefit levels is achieved. To assure that work-
ers retiring in the years ahead will receive benefits more reasonably
related to their past earnings requires a significant increase now in the
amount of earnings taxed and credited for benefits, with automatic ad-
justment thereafter to raising wage levels. It requires further that
the earnings on which benefits are based be more reasonably defined,
for example 10 years of the 15 years of highest earnings.

We therefore recommend that the 92nd Congress give early
attention to the major changes in benefit levels that are needed
to provide meaningful economic security for those now retired
and to assure that workers retiring in the future will realize their
full stake in retirement security.

By the time the Congress embarks on a consideration of major re-
form, recommendations of the Social Security Advisory Council will
be available. (The Advisory Council recommendations were scheduled
to be transmitted to the Congress by January 1, 1971 ; the Social Secu-
rity Commissioner has advised the Senate Special Committee that the
reporting date has been extended to permit consideration of any
changes enacted by the 91st Congress.) Administration witnesses at
the hearings during the last two years suggested that major changes
in the Social Security system be postponed until the Advisory Council
had an opportunity to study all aspects of the Social Security program
and to make recommendations for improving the system.

Without knowing what the Advisory Council will recommend, this
Committee wishes to identify one major area for improvement.

We recommend that serious consideration be given to the use
of general revenues in the financing of the Social Security system,
with the share identified through a formula spelled out in the
legislation.

One thing that our hearings have made clear is this: Each genera-
tion of workers bears the responsibility of supporting the nonproduc-
tive population, whether older or younger. The Congress has a respon-
sibility for assuring that the financial burden borne by workers is
spread in the most equitable manner.

The Social Security tax—as a tax—is regressive. We question
whether low-paid workers should be expected to pay a regressive tax
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at the higher rates needed to finance essential improvements in our
Social Security system.

Of the long-run costs of the program, about one-third is attributable
to the cost of paying full benefits to those already close to retirement
when first covered by the system (the cost that would be called “ac-
crued liability” in a private pension system). This would seem to be a
reasonable share to be borne out of general revenues—especially since
many of these oldest people would otherwise have been supported
through public assistance. (Senator Winston Prouty (R.-Vt.), Rank-
ing Minority Member of this Committee, has—on several occasions—
made the case for carefully-chosen, limited use of general revenues
within the Social Security system. The “Prouty Amendment” of 1966
provided a modest monthly benefit to individuals over age 72 who had
never been covered by Social Security. The Senator recently estimated
that over a million Americans have received that benefit. His “Older
American Income Assurance Act of 1970”—S. 3554—would use gen-
eral revenues to set an assured income level at $1,800 per year for an
individual and $2,400 for an aged couple.)

There may be other more appropriate ways of measuring the share
that should reasonably be borne through a progressive tax covering
the total population rather than through a regressive payroll tax. What
we are endorsing is the principle of general revenue financing of a
specified and determinable share of the costs of the total system.

There is one other area of change in the Social Security system that,
in the months ahead, will be debated in the White House Conference
as well as 1n the Congress: The retirement test that determines whether
social security benefits are to be withheld or reduced because of earn-
ings, Undoubtedly, the Social Security Advisory Council will have
recommendations on this test—the least understood and the most un-
popular feature of the system. We have suggested earlier in this Report
that the retirement test-——and modifications that would take account
of adequacy of income—Dbe studied from a point of view broader than
that focused on the Social Security system itself.

We would add here one comment in the nature of a caution against
premature elimination or too drastic revision of the test. With an
improved benefit level, many older people would no longer find it
necessary to compete for jobs in order to supplement inadequate retire-
ment income, This, in combination with broader opportunities for the
retired to serve in noncompetitive, part-time community service activi-
ties, could greatly reduce pressures to eliminate the retirement test.

B. Orp-Ace AsSISTANCE AND WELFARE REFORM

We strongly endorse the efforts to reform the welfare program for
the American people of all ages. Our concern here is with the Family
Assistance Plan as it relates to the adult categories and especially to
the aged.

The Federal minimum floor in the Senate bill of $130 for a single
individual and $200 for a couple would come close to spelling the end
of poverty for many of the two million aged now receiving Old-Age
Assistance. There are, however, millions of other elderly people with
incomes below the poverty level who do not receive assistance—most
of them presumably because of unwillingness to subject themselves to
a demeaning means test. Administration estimates of the impact of
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the new legislation assume that old-age assistance caseloads would not
rise markedly.

We fully appreciate the dilemma faced in our national effort to
reform our welfare program—to achieve substantial improvement
without excessive costs. Yet the way out of this dilemma is not simply
to assume that these payments will not be claimed, whether because of
lack of information about availability or because of administrative
barriers designed to deter claims. Real reform requires changes that
make the conditions under which welfare is paid both widely known
and publicly acceptable.

We recommend that the Federal commitment to the elderly
undertaken through the Family Assistance Plan be translated into
a whole-hearted commitment, with 100 percent Federal financing
and Federal administration.

In recommending 100 percent Federal financing and administration,
we are not now recommending a complete integration of Old-Age
Assistance and Social Security—a ‘“blanketing-in” of the uninsured
elderly into the social insurance system.

We are aware that the President’s Task Force on Aging, in its
Report “Toward a Brighter Future for the Elderly” has recom-
mended not only that the Federal Government bear 100 percent of the
costs of financial assistance to bring the incomes of the elderly up to
the poverty line but also that eligibility for assistance be determined
and payments made through the Social Security District offices.

We also heard testimony from highly respected experts, including
a former Commissioner of Social Security and a State Commissioner
of Health and Welfare, who questioned the logic of separating old-age
assistance from old-age insurance.

The other side of the coin is presented in the following statement
from HEW Secretary Finch:

* * * if non-contributors are to receive payments at the
same, or approximately the same, level as many contributors,
and 1f there is no means test for these payments, it may seem
quite unfair to those who have contributed toward Social
Security.

Moreover, if a non-contributory benefit is administered
through the same mechanism as the contributory benefit, there
1s a possibility that the way people feel about Social Security
and their Social Security contributions could be completely
altered. There is a real possibility that instead of the public
assistance program being lost in the combined program, the
identity of the Social Security program would be lost in it.

The Committee believes that the Social Security program is now
such an integral part of the way of life of this Nation that any reform
of owr welfare system should be carefully designed so as not to jeop-
ardize acceptance by workers contributing to the social insurance
program. ~

C. Private PexnsioxNs

Legislative Committees, specially appointed Presidential Commit-
tees and Task Forces have deliberated for long months over the poten-
tials and responsibilities of private pension plans in providing retire-
ment security.
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Essentially, the basic issue would seem to be: What measures will
encourage and stimulate the continued development of private plans,
avoiding the imposition of heavy costs or other burdens that tend to
stifle healthy growth?

Coverage of private pension plans more than tripled in the decades
of the fifties and sixties, rising from 9.8 million in 1950 to nearly
30 million in 1969. But coverage is meaningful only if it gives rise to
benefits. Indeed, coverage that cannot reasonably be expected to result
in any benefit for any large portion of covered workers may be worse
than no coverage at all in that it gives a false feeling of security to
workers individually and to others responsible for formulating poli-
cies related to retirement income.

How then can existing coverage be made truly meaningful? And
how can coverage be extended to the millions of employees not now
protected, most of whom work in small firms and in relatively unstable
employment situations?

The Committee’s hearings, while not providing firm answers to these
questions, yielded a wealth of material for use in arriving at the
answers.

The hearings clearly showed that, not only is there lack of agreement
as to the solutions, there is lack of agreement as to the dimensions of
the problem. Projections to 1980 of the income the aged population
could expect to receive from the existing private pension system were
called both too optimistic and too pessimistic.

We therefore repeat here recommendations made above that, in fur-
thering the objectives of the White House Conference, there be imme-
diately convened Task Forces of experts of various disciplines—and
without regard to political affiliation—to define the reasonable limits
of future expectations in relation to private pensions and other sources
~ of income so that the delegates to the Conference itself will not be con-

fused by competing claims.

We reaffirm too our earlier recommendation that there be immedi-
ately established an Institute on Retirement Income. We call specific
attention to the work such an Institute could do in developing a fea-
sible national mechanism whereby workers not likely to be covered by
existing private pension arrangements could build up protection over
their working lifetimes. Three proposals along these lines are set forth
in Part Three, along with a proposal for use of the Social Security
system in providing supplementary pensions. These proposals should
be carefully researched.

~ In this connection, the President’s Task Force on the Aging has rec-
ommended that there be established an independent Pension Commis-
sion and “that the President, direct the Pension Commission, as a high
priority, to enlist the ingenuity of the financial community in design-
Ing as a companion to the Social Security system a portable voluntary
pension system”. The Committee is not commenting on the proposal
for establishing a Pension Commission but we feel strongly that an
Institute on Retirement Income could be of great assistance in the de-
velopmental work involved in designing a portable pension system.

At the hearings, several experts sounded “early warnings” with re-
spect to rising unemployment resulting from plant shutdowns, and the
impact of lost pension rights on managerial and professional workers
as well as on the worker who expects a certain amount of unemploy-
ment during his worklife, especially after middle-age. Our hearing
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transeripts are replete with testimony about the alarming trend toward
earlier and earlier retirement, too often involuntary. But since plant
shutdowns also result in a reduction in the eventual retirement income
of workers who are still far from retirement, should we not be consid-
ering such devices as a freeze on rights to social security benefits and
Constant Purchasing Power bonds as an investment device for pension
plans, in order to preserve the value of vested rights for the worker
who is laid off? See page 60 for a reference to Constant Purchasing
Power bonds).

We recommend that immediate attention be given to the special
problem of safeguarding the retirement income of workers who
lose their jobs as a result of plant shutdowns, commonly after long
service and who—like the deteriorating plants that are first to
be shut down—are likely to be middle-aged or older.

III. HEALTH ASPECTS

The frame of reference against which the Committee has considered
the health aspects of the economics of aging was stated in the preface
to the Working Paper on Health Aspects:

If we in this Nation ever hope to establish an adequate
retirement income maintenance program, we will have to re-
solve medical cost problems that otherwise will remain an
intolerable drain upon the limited resources of the elderly
and forestall every alternative in providing adequately for
the economic security of the aged.

The mere passage of time during a period marked by price infla-
tion—inflation especially great in relation to medical costs—com-
pounds the problems of financing of health costs for the aged. A large
portion of these costs is financed through public programs, notably
Medicare. But the more the cost increases, the larger grows the range in
costs that an aged person must pay out of pocket. The cost to an in-
dividual becomes ncreasingly unpredictable, a personal burden—
perhaps even a tragedy—not fully reflected in the data that follow.

HEALTH COSTS—A FEW RECENT FACTS

—In fiscal year 1969, the average health bill for a person 65 or older
was $692, six times that for a youth and two and one-half times
that for a person aged 19-64.

—Of the average health bill for an aged person, $333 was for hospi-
tal care, $107 for physicians’ services and $250 for all other types
of health expenditures.

Averages, especially in relation to health costs, can be very decep-
tive. Most older people share in the expenditures for physicians’ serv-
ices. In contrast, the bill for hospital care and for nursing home care
(which accounts for as much as 45 percent of all expenditures other
than hospital and physicians’ services) is concentrated on a smaller
portion of the aged population during the course of any one year. So
too is there great variation in the average protection older people have
against health costs. Medicare does a much better job of covering the
costs of a serious illness requiring hospitalization than it does in rela-
tion to recurring doctor bills: and Medicare leaves uncovered the drug
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expenditures for chronic conditions that plague so many older people
as well as long-term nursing home bills.

—In the 2-year period ending June 30, 1969, health expenditures
for the aged rose by 42.2 percent, twice a fast as the expenditures
for younger persons. The faster rise for the aged reflected the
growing importance of Medicare as a source of funds in addition
to such factors as population growth, rising prices per unit of
service, the increase in per capita utilization, and the rising level
and scope of services.

—Medicare covered nearly half (47 percent) of the total personal
health care expenditures of the aged in fiscal year 1969, leaving
uncovered an average health bill considerably larger than the
total health bill for the average younger person.

—When Medicaid and other public programs are included, 72 cents
of every $1.00 of expenditures for health care of the aged came
‘through public programs.

—Older people insured by Medicare are now paying $5.30 per month
in part B premiums and an increase to $5.60 per month as of July
1, 1971, has just been announced. This represents nearly a doubling
in the monthly premium since the program was launched five years
ago.

—The payments that the patient in a hospital or extended care fa-
cility must make under Part A of Medicare have also increased.
The payment rates that go into effect on J. anuary 1, 1971, are 50
percent higher than when ithe program was started (for example,
the patient must pay the first $60 of the hospital bill instead of
the first $40).

ProspecT OF A NaTronar, Heante INSURANCE PROGRAM

Two points clearly emerge from the testimony of expert witnesses.
First, it is not enough for the government to provide only a financing
mechanism for health costs; there is an attendant responsibility for
assuring the delivery of high quality and effective services. And sec-
ond, there are serious problems built in from the start if the focus of
the health care system is on the aged—the highest risk group; as one
witness put it : “This is the logic for writing automobile insurance for
people only when they are intoxicated.” .

In the months ahead, we can expect that the Nation, through its
executive and legislative branches, will be giving careful attention to
proposals for national health insurance for the total population. The
Ninety-first Congress received numerous proposals. In the Ninety-
second Congress these will undoubtedly be reintroduced along with
many more. :

The Committee on Aging has said, in recent annual reports, that
one way to assure acceptance of a national health insurance pro-
gram for all age groups is to perfect the Medicare program and
to apply the lessons learned frem this program to more general
coverage, ‘

In addition, this Committee suggests that appropriate congres-
sional units consider the possibility of establishing—on whatever
basis is most appropriate and consistent with the jurisdictional
responsibilities of those units—a task force which will, within
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a specified time period (such as six months) assemble analyses
of various proposals, cost estimates of these proposals, evalua-
tions of the adequacy of existing technical knowledge about sub-
proposals designed to increase the efficiency of our health care
delivery system, and other issues closely related to the funda-
mental questions which will face any legislator who considers
national health insurance, namely, (A.) “What will the new de-
mands for service be under widely extended public insurance
coverage, and (B.) what more must be done to assure that our
medical resources are capable of meeting that demand?”

UrceNTLy NEEDED STEPs To IMPROVE MEDICARE

Whether or not it is assumed that this Nation will enact a national
health insurance system, there are a number of immediate actions that
we must take, actions that reinforce each other, provide a sound base
if a national health system is enacted, and—more importantly—make
immediate improvements in health protection for the aged.

The Ninety-first Congress, after serious attention to the problems
of Medicare, developed numerous recommendations for change, aimed
mainly at controlling costs rather than directly improving the bene-
ficiary’s protection. A notable exception is the proposal for a Health
Maintenance Organization option, whereby persons covered by Medi-
care could elect to receive comprehensive, coordinated health care
through prepaid group health plans, emphasizing regular screening
and other health maintenance practices.

We must also expand and improve Medicare, particularly by
including prescription drugs essential for the treatment of the
chronically ill, and by covering disabled beneficiaries.

Medicare has been of untold value to the aged but as one older per-
son put it—*“Medicare to us is like a leaking umbrella. You go outside
when it is raining and you think you have protection and you open it
up and the rain comes right through it.”

Task Forces appointed by HHEW to study the question of inclusion
of the disabled and the coverage of prescription drugs have urgently
recommended such improvements; the recommendation of the task
force on drugs even survived a review by another committee appointed
after the change in Administration. We believe that task forces should
be something more than delaying actions. We therefore endorse im-
%‘)rovements in Medicare that have been recommended by these task

orces.

It is imperative that Parts A and B of Medicare be merged
and that costs of Part B be financed through taxes on rising pay-
rolls and general revenues rather than from premiums paid by
aged persons living on low fixed incomes.

1t has become increasingly difficult for older people to understand
why they must pay ever-rising monthly premiums for Part B protec-
tion—and at the same time pay higher charges of physicians, especial-
ly if the physician refuses to take assignment. Older people who are
hospitalized are well aware of the benefits of Medicare but there is
danger that the average older person may question whether he should
continue to pay the increasingly larger premium for Part B, particu-



18

larly since he has no way of knowing what portion of his doctor bills
will be reimbursed by his insurance. It would be tragic if—after the
hard-won struggle for Medicare—large numbers of older people found
1t necessary to drop their insurance against doctor bills.

The 92nd Congress should give serious consideration to remov-
ing the requirement of three days of prior hospitalization as a
condition for extended care benefits.

We are well aware of the reasons for this requirement : essentially,
the extended care benefit was designed to assure that patients hos-
pitalized in acute care facilities did not remain longer than was medi-
cally necessary. But the result of the requirement has been to hospital-
ize patients unnecessarily and even to prolong the stay in the acute
care facility while arrangements are made for transfer to the extended
care facility.

In practice, the requirement has proved not only disruptive to opti-
mum patient care but wasteful of tax dollars. The elimination of the
three-day requirement is of the first order of priority.

Mepicap Suovrp Br Interovep—Nor WEAKENED

The searching inquiry into Medicaid undertaken by the Ninety-
First Congress resulted 1n numerous proposals to control costs. Little
was suggested to improve and strengthen the program.

This Committee seriously questions the amendment that would
downgrade Medicaid by repealing the provision now in the Social
Security Act requiring States to have comprehensive Medicaid
programs by 1977.

The repeal of the requirement has been explained as for the pur-
* pose of relieving the States of an increasingly heavy burden for
Medicaid. One cannot help but interpret this change in Medicaid,
however, as the initial step toward phasing out Medicaid, particularly
since the Administration has promised to develop a proposal for a
Family Health Insurance Plan by February 1971. This proposed
health insurance plan, as explained by the Administration, will
relate only to families with children who are eligible under the Family
Assistance Plan. It would offer no protection to those who receive
cash assistance because of age, blindness, or disability, or to millions
of other medically needy older persons—including those eased out of
the labor force before becoming eligible for retirement benefits. It
would offer no protection to those over age 65 for the costs not covered
by Medicare—and Medicare covers less than half the total medical
bill of the average aged person and a much smaller proportion of the
medical bill of those with heavy drug costs or expenses for nursing
home care. For these millions of older people, the need is for an
improved and expanded program of protection against health costs,
not a drawing back from the basic commitment under Medicaid.

We therefore recommend that the 92nd Congress retain the
provision in the Social Security Act which would require States
- to have comprehensive Medicaid programs by 1977 and that other
necessary steps be taken to improve the Medicaid program.

TraxsvatiNg HEartE CarRe INTo SocianL Cark

. Too many older people are living out meaningless days in institu-
tlons simply because there are no alternative arrangements for more



19

appropriate care. This Nation lacks the home care and homemaker
services that would permit the frail older person to live independently
at home. It lacks neighborhood centers and programs of day care that
make it more feasible for three generations to live together. It lacks
alternatives to nursing homes and mental hospitals for the older per-
son who needs sheltered care.

We have much to learn from the pioneering efforts of Dr. Lionel
Cosin at Oxford Hospital in England, now introduced to this country
on a demonstration basis at the mental hospital at Goldsboro, North
Carolina. As just one feature of this innovative approach, former
patients can often be cared for by their adult children simply because
the hospital readmits them when the family needs respife from the
stress and strain of caring for the older person.

While this Committee 1s vitally concerned with the possibilities of
mnovative programs of social care, our focus in this report is on the
economics of health aspects. And here it is clear that drastic change
in our financing arrangements is necessary if this Nation is to achieve
programs of health care appropriate to the needs of the aged
population.

‘One expert told us: “Please understand that it is valid to consider
the providing of a proper environment in which to regain health as a
health care expenditure.

We have not yet recognized the validity of this concept in our financ-
ing of programs. We use billions in tax dollars to maintain the aged in
institutions instead of financing programs that would enable them to
live in their own homes in much more comfortable and satisfying
surroundings. This point was stressed by one witness who said:

“Thus, when families are able to do so, they care for old
people at home. I do not believe, Senator, that love and
morality can be legislated. Yet it is a paradox that funding
mechanisms often put a premium on separating old people
from families. For example, in Pennsylvania an indigent sick
older person is entitled to a maximum monthly grant of $121
while he lives in the community, but may receive a maximum
grant of $285 in a nursing home. Why cannot the very same
tax dollar, the differential of $164, be used to pay for home-
maker or other services which would enable the family to
maintain the old person in the community ¢”

When this Nation was debating Medicare, opposition was not in-
frequently expressed on the grounds that families would place their
aged parents in hospitals in order to get a vacation from the job of
caring for them at home. This, on a constructive basis, is what the
Oxford University program does. What changes then are needed in our
attitudes—and thereafter in our financing arrangements—to make
possible similarly enlightened care in this country ¢

We recommend that an intensive educational campaign be con-
ducted toward the acceptance of the concept that programs to
provide “a proper environment in which to regain health” are
valid health expenditures which will, in the last analysis, save
public funds and prevent needless drains upon the fixed income
of elderly individuals.
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IV. EMPLOYMENT ASPECTS

Older workers continue to “drop-out” of the labor force in alarm-
ingly large numbers and the evidence points—in most cases—to un-
willing departure.

Failure to maximize employment opportunities for mature workers
is not only a loss of valuable manpower for the Nation, but it is also a
tragic loss for involuntarily retired individuals in terms of their dig-
nity and their self respect. The price the Nation pays for this inaction
is a growing dependency ratio of nonworkers to workers, and an in-
tensification—now or in the near future—of the overall retirement
income crisis. '

Worg TrENDS FOR THE MATURE WORKER

Various indices suggest that the critical period in the work lives of
adults occurs during their late forties or early fifties. For this age
group, several discernible trends become evident:

—Joblessness increases;

—Duration of unemployment rises sharply ;
—Labor force participation declines;
—TFuture retirement income is reduced; and
—Poverty increases.

Steadily mounting unemployment all across the country and
through most of the segments of the economy has now created a critical
national problem of crisis proportions. From January 1969 to No-
vember 1970, the unemployment rate climbed from 3.4 percent to 5.8
percent—adding nearly 2.2 million workers to the jobless rolls.

All age groups have been affected one way or another, whether it isin
the form of shorter work weeks, mass layoffs, smaller paychecks or
spiraling inflation. But, older workers and their families have been
especialigy hard-hit. Many have discovered that they have lost more
than their jobs. Thousands have also lost their pension coverage—
even though they may have worked most of their lives to provide a
“nest egg” for retirement.

WIDESPREAD UNEMPLOYMENT

Since January 1969 unemployment for persons 45 and older has
jumped from 596,000 to 1,017,000, approximately a 71 percent
Increase.

Once unemployed, the mature worker is more likely to be off the job
for comparatively long periods. There are now 224,000 individuals 45
and older who have been unemployed 15 weeks or longer. This repre-
sents nearly 33 percent of the total national figure.

And their very long-term joblessness—27 weeks or longer—is even
. more critical. Approximately 120,000 middle-aged and older workers
have now been unemployed for more than 6 months, nearly 43 percent
of the total amount.

THE “proP-oUTS”.—Yet, these statistics—depressing as they are—
only represent a portion of the overall grim picture. They do not, for
example, reflect the labor force “drop-outs,” those who have given up
the active search for work.
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Today, more than 8 million males 45 and older have withdrawn from
the work force. Another 20 million women in this age category are also
not in the labor force. Assuming that just 30 percent of these men
(a conservative estimate) and 10 percent of these mature women
wanted and needed jobs, this would mean that the “real’” unemploy-
ment for persons 45 and older would be approaching 5.4 million—
about 500,000 more than the total “statistical” unemployment in the
United States now. Moreover, this would represent an unemployment
rate in excess of 15 percent for mature workers.

If current labor force participation trends continue, 1 out of every
6 men in the 55 to 59 age category will no longer be in the work force
by the time he reaches his 65 birthday. Ten years ago this ratio was
only 1 out of 8.

POVERTY ON THE RISE

Unemployment for older workers would be even higher if it were
not for the escape through pre-65 Social Security eligibility. In recent
gears approximately 50 percent of all men claiming Social Security

enefits took actuarially reduced amounts at an earlier age. Usually,
these early retirees have lower lifetime earnings or more sporadic
work patterns in the years preceding their entitlement to Social Secu-
rity than do those who retire at age 65; they are less likely to be
entitled to private pensions.

Increasingly, high level officials in Government and private indus-
try seem to regard earlier and earlier retirement as inevitable or per-
haps even desirable. In many cases—particularly for persons in their
late fifties or early sixties—early retirement is chosen only as a alter-
native to long-term joblessness or sporadic underemployment. As a
consequence, substantial numbers of these involuntary retirees are
accepting the inevitable, a life of poverty.

Nearly 8.5 million persons 45 and older now fall below the poverty
line. Even more disturbing, 28,000 in this age category have been
added to the poverty rolls since 1968. For the first time since poverty
statistics were tabulated, the number of middle-aged and older persons
in poverty has increased. In the past their poverty numbers have
decreased but at a lower percentage level than for younger persons.

In sharp contrast, the number of younger persons living in poverty
has declined by about 1.2 million since 1968.

UNDERREPRESENTED IN TRAINING PROGRAMS

Middle-aged older persons continue to be underrepresented in exist-
ing manpower and fraining programs. Less than 10 percent of the
Nation’s training and retraining efforts has focused upon people 45
and older, in spite of their high percentage of the total long-term
unemployed.

NEw Hope ror OLDER WORKERS IN THE SEVENTIES

It is increasingly apparent that large numbers of mature workers
are without jobs because of circumstances beyond their control. Auto-
mation, plant shutdowns and age discrimination in employment have
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placed many in a critical situation. Others are unemployed or under-
employed because:

—Their skills have been outdistanced by technological advances;

—They are seeking the jobs of a bygone era;

—They live in areas where work is difficult to locate ; and

—They lack necessary training to move into more gainful
employment.

MIDDLE-AGED AND OLDER WORKERS EMPLOYMENT AMENDMENT

In far too many instances the employment and training needs of
mature workers have been overlooked or ignored. Too often they have
been left behind by the progress they worked most of their lives to
create. However, the new and potentially far-reaching Middle-Aged
and Older Worker Employment bill can help to assure that adequate
resources are devoted to the unique and growing needs of the older
worker.

Among the major provisions:

—Establishment of a midcareer development services program to
assist persons 45 and older to find employment by providing
training, counseling and other needed services.

—Supportive services for occupational advancement for employed
workers who may be in a “deadend” job.

—Training for unemployed individuals to prepare them for needed
jobs in the economy.

—Broad authority for the Secretary of Labor to conduct a wide
range of research and demonstration programs to focus on the
special problems of the mature worker.

—Authorizes the Comptroller General to undertake a study to help
increase job opportunities for older persons in the executive
branch in part-time employment and job redesign.

—Directs that a special section in the manpower report of the Presi-
dent be devoted to means of maximizing employment opportuni-
ties for persons 45 and over in Federally supported manpower
programs. ‘

—Directs the Secretary of Labor to designate full-time personnel
experienced in manpower problems of middle-aged and older
workers to have responsibility for program leadership, develop-
ment and coordination.

Many older persons stand in need of a flexible and comprehensive
‘employment and training program which is adequately funded and
staffed. Within the next 10 years, our Nation will have to train and
retrain substantially more people for jobs than we do now, as new
opportunities for public service arise and industrial techniques and
products change. Ten years from now that pace will be even more
accelerated.

The Middle-Aged and Older Workers Employment Act was adopted
as an amendment to the Employment and Training Opportunities
Act—S. 3867—which passed the Senate on September 17, 1970. This
measure was later incorporated in the conference bill on the manpower
legislation. Flowever, S. 3867 was vetoed on December 16, 1970. On
December 21 the Senate voted 48 to 35 to override the veto, failing by
8 votes to fulfill the two-thirds requirement for overriding the veto.
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The Committee strongly urges that a middle-aged and older
workers employment act be promptly enacted and fully funded.

AGE DISCRIMINATION IN EMPLOYMENT ACT

Enactment of the Age Discrimination in Employment Act in 1967
led to widespread hope that this measure could help to open the door
for new job opportunities formerly barred to older persons. During
the December 1969 hearings conducted by the Subcommittee on Em-
ployment and Retirement Incomes, legislators and expert witnesses
expressed concern about the implementation of the Act.

MoRE PERSONNEL NEEDED.—One reason for this concern is that only
157court proceedings had been instituted under the Act by November
1970.

Enforcement of the law is the responsibility of the Wage and Hour
and Public Contracts Divisions in the Department of Labor. In addi-
tion, these units implement the Fair Labor Standards Act, the Walsh-
Healey Public Contracts Act, the Davis-Bacon Act, and several other
related statutes. These divisions employ about 1,000 investigators in
the field. But, less than 10 percent of their time is devoted to age
discrimination activities.

In recognition of the need for additional personnel, the fiscal 1971
Labor-HEW Appropriations bill provided an additional $50,000 to
hire needed persons to enforce the Act more effectively.

The Committee recommends that this additional funding be
used promptly to employ personnel to strengthen enforcement
of the age discrimination law. Additionally, the Committee urges
that full authorized funding ($3 million for fiscal 1972) be appro-
priated to provide for more investigators to discharge functions
under the act.

STUDY ON INVOLTNTARY RETIREMENT.—Section 5 of the anti-diserim-
ination law directs the Secretary of Labor to undertake a study of the
institutional and other arrangements giving rise to involuntary
retirement.

This Congressional mandate has still not been fulfilled, although
the Act was passed 3 years ago.

In the Senate Appropriations Committee report on the fiscal 1971
Labor-HEW Appropriations bill, there was strong language that it
was the clear intent of Congress that this stuay be undertaken
expeditiously: ‘

The Committee also expects that within the amounts recom-
mended the Department will initiate a study of institutional
and other arrangements giving rise to involuntary retire-
ment, as directed by Section 5 of the Age Discrimination in
Employment Act.

The Committee urges that this study be undertaken promptly.
Moreover, it is recommended that the Secretary of Labor provide
periodic progress reports to the Committee concerning the steps
taken to meet this clear congressional mandate.

ExpLoyMENT OPPORTUNITIES FOR AGING AMERICANS

“No longer is there any justification for forcing older work-
ers out of the work force, nor is there any justification for dis-

53-175—71—3
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couraging them from supplementing their income by part-
time employment. Instead, business and Government should
be actively engaged in creating pari-time employment op-
portunities for older persons as a part of efficient production”.

—Professor James Schulz, at final Economics of Aging
hearing—May 6, 1970.

The Committee on Aging has recommended far-reaching actions
intended to increase and protect retirement income.

The fundamental premise of this report is that the Social Security
system should be the major vehicle for general improvement.

But the Committee cannot ignore the fact that employment—while
it is an important factor in the incomes of relatively few persons past
age 65—could be a much more positive factor in the overall economic
and psychological well-being of our elders.

OLDER AMERICAN COMMTUNITY SERVICE EMPLOYMENT ACT

A few years ago many skeptical individuals doubted that older per-
sons could be attracted to participate in part-time service programs.
But a number of successful pilot programs—such as Green Thumb,
Green Light, Senior Aides and the Senior Community Service pro-
gram (See Developments in Aging, 1968 and 1969 for details)—have
amply demonstrated :

1. that the programs have been enthusiastically accepted by the
elderly participants and by individuals being served, and that

2. communities that have such programs eagerly accept the
wealth of skill and talents with which older Americans are so
richly endowed.

It has been estimated that 4 to 5 million persons 55 years old and
older would be interested in working as part-time community service
aides. It has also been said, by many witnesses before this Committee.
and other Congressional units, that most communities stand in des-
perate need of the kind of services that could be provided by such in-
dividuals. And many elderly participants in service programs have
told legislators, with inspiring conviction, that they are happier human
beings because they serve others.

In recognition of the vital need for establishing a national program
to continue and broaden the excellent work already amply proven on
a demonstration basis, 15 Senators joined Senators Kennedy and Wil-
liams (N.J.) in March 1970 in sponsoring S. 3604, the Older American
Community Service Employment Act. This measure would authorize
new opportunities in needed community services for low-income per-
sons 55 and older. In addition, it would provide a basis for converting'
the existing successful pilot projects into a permanent, ongoing na-
tional program.

This Committee renews its recommendation for enactment of
legislation establishing an older worker community service pro-
gram, adding the proviso that earnings from these programs—
while essential for the morale of many older Americans—will
not serve as a substitute for more far-reaching action which will
assure retirement security for-all, whether they are participants:
in such service programs or not. A : :
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V. HOUSING COSTS

Millions of older Americans—whether they live in congested cities
or sparsely populated rural areas—now find themselves in a “no-man’s
land” with regard to housing.

Hundreds of thousands are being driven from their homes because
of prohibitive property taxes and maintenance costs. Substantial num-
bers are being forced to liquidate other assets to pay their taxes.

Yet, it is becoming increasin(glly difficult to locate suitable alternative
quarters at rents they can afford.

ReLier For THE HOMEOWNER AND THE RENTER

Household costs—such as shelter, operating expenditures, furnish-
ings, utilities and repairs—constitute the most costly item for the aged,
about 34 percent in the BLS retired couple’s budget.

For most, of the elderly, the home is the only major asset and repre-
sents a lifetime of savings.

But today large numbers of elderly homeowners find themselves
financially paralyzed by rising property taxes. In many communities,
taxes have doubled—in some cases even tripled—within the past 10
years.

Quite frequently a badly needed Social Security increase is wiped
out within a matter of weeks by a sharp rise in property taxes or rent.

In every region in our Nation older Americans—whether owners
or renters—are feeling the pinch of soaring housing costs.

Their problems have now reached emergency proportions and
demand irmmmediate and far-reaching attention on all fronts.

PROPERTY TAXES: REGRESSIVE IN THE EXTREME

According to the most recent data available, the average urban
household pays about 4 percent of its total income for property taxes.

In our modern urban society, the amount of household income is the
major factor in determining the individual’s capacity to pay income
taxes. But the property tax—with its roots in an older rural society—
focuses on the value of a family’s physical holdings, such as its build- -
ing and land, to determine ability to pay. :

In general, the property tax 1s regressive in the extreme. As a con-
sequence, older homeowners with markedly reduced income in retire-
ment pay a disproportionately large percentage of their total income
for property taxes. . '

Tvidence from one state (Wisconsin) revealed that more than 8,000
aged homeowners living on less than $1,000 a year paid about 30 per-
cent of their total family income for property taxes. As family income
drops, the hardships become even more critical. In that same state,
households in abject poverty—with an average total income of about
$300 for the year—were paying 58 percent of this meager amount to
the local tax collector.

In recent years—most notably with the enactment of the 1969 Tax
Reform Act—several Federal measures have been adopted to provide
urgently needed tax relief for low and moderate-income older Ameri-
cans. Yet, it is estimated that elderly households with family income
below $5,000 pay about $1.5 billion in local property taxes.
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As a result, many older property owners, as well as younger and
middle-aged persons, are reluctant to approve new school bond issues,
which will inevitably cause a further drain on their limited resources.

In the wealthiest nation in the world—with a gross national
product exceeding one trillion dollars—efforts should and can
be undertaken to relieve low-income aged homeowners from
extraordinary tax burdens. As far as Federal action is concerned,
it may be provided directly (in terms of payments to States which
provide tax relief for homeowners or renters), or indirectly (i.e.,
aid to education or other high-cost service needs now paid for
largely by the property tax).

THE HOMEOWNER

STATE PROPERTY TaX ryLIEF.—To provide some help, 21 States have
now provided senior citizen exemptions. In many States the relief is
in the form of a reduction in the assessed value of the property. A few
States also provide for a tax credit or rebate, usually on their income
tax returns.

As a general rule, an elderly property owner must meet three re-
quirements to qualify for this exemption:

—Age;
—Income; and
—File an application.

But the question arises: how often can this device be employed
without arousing a negative reaction from other hard-pressed
taxpayers?

HoaesteaD EXEMPTION.—IN a number of states, homestead exemp-
tions—a by-product of the depression 40 years ago—are employed to
mitigate the property tax bite. Frequently this approach grants relief
to all homeowners, regardless of economic need. Moreover, the renter—
even though his monthly payments may, in reality, constitute a form
of property tax—is totally overlooked.

FeperaL incoMe Tax reLter.—In addition, the Federal tax law allows
individuals to deduct real property taxes, provided they itemize their
deductions. But for low-income elderly persons, this provides little or
no comfort. Frequently their income is so low that the relief passes
right over their heads. Generally, most of the benefit accrues to aged
property owners in the middle and upper income brackets. To take
advantage of this tax savings, an aged homeowner must:

—Have a sufficient amount of income to file a tax return, and
—FElect to itemize his deductions.

According to the latest complete data available, 8.8 million older
Americans had a sufficient amount of taxable income to file a Federal
income tax return in 1969. For that year, 6.9 million returns were
filed by persons 65 and older. Of this total, only 3.3 million returns—
less than one-half—itemized their deductions.

THE RENTER

Low-income renters also feel the pinch from extraordinary property
tax burdens, since the landlord frequently shifts this burden to the
tenant.
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In general, renters have been overlooked or ignored in Federal or
State relief plans, although the tenant ordinarily absorbs the lion’s
share of the property tax paid by his landlord. For example, the Fed-
eral tax laws provide no relief for taxpayers who rent personal resi-
dences. However, a homeowner may properly deduct interest payments
and property taxes.

Three States—Wisconsin, Minnesota and Vermont—now recognize
the need to extend equivalent relief to the elderly renter as well as the
aged homeowner. Wisconsin assumes that 25 percent of the rental pay-
ment constitutes, in fact, property taxes, while Minnesota and Vermont
use a 20 percent figure. .

A NEW APPROACH : S. 4154

In July 1970, Senator Harrison Williams introduced an omnibus
Housing for the Elderly Act, S. 4154.

One provision in the bill authorized the establishment of an inter-
governmental task force to report on the possibility of providing Fed-
eral assistance (1) to states granting property tax relief for elderly
homeowners or (2) to overwhelmed aged property owners.

Tax relief from existing state resources for older homeowners and
renters does not appear to be economically feasible because most State
governments are now financially hard-pressed. Relief at the local level
is also unlikely because most municipalities lack legal authority to pro-
vide a tax refund or rebate. Moreover, most communities have inade-
quate resources for such an undertaking.

But unless relief is forthcoming, millions of elderly property owners
and tenants will find their meager retirement incomes dwindling
further and further.

For these reasons the Committee strongly recommends prompt
and favorable action on legislation in the next Congress to estab-
lish an intergovernmental task force to report on the feasibility
and costs of providing Federal assistance to States granting tax
relief for aged homeowners and tenants now confronted with an
extraordinary burden. It is further recommended that the task
force submit its recommendations by December 31, 1971, because
of the exigency of the present situation.

Rescue orF Secrtion 202

At a time when low-cost housing is such a eritical problem for prac-
tically all Americans, it is usually out of the reach of the elderly. With
spiraling property taxes making homeownership a heavy burden,
many older persons wish to move to smaller or more convenient
quarters. And yet, alternative rental housing is often either nonexistent
or beyond their financial means.

However, the section 202 program, first cnacted in 1959, has literally
been a lifesaver for thousands of older Americans. This program pro-
vides long-term, low-interest loans from the Government to non-
profit sponsors—such as churches or labor unions—for the construction
of pleasant reasonably priced rental units.

During the program’s existence, there has never been a failure. As of
May 1970, there were 43,000 units either completed or under construc-
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tion, 33,000 finished and 10,000 being built. It is estimated that about
45,000 elderly persons occupy the completed units. In addition, 202 has
its own architectural criteria specifically tailored for the aged. Regu-
lations for 202 projects, for example, take into account proximity with
regard to transportation, health facilities and shopping centers.

In the 1969 Housing Act, the Congress enthusiastically supported
the extension of the program by authorizing $150 milhon for this
purpose. o :

Yet, in spite of its proven success, no funding was requested for 202
for fiscal 1971. : '

In July 1970 a last minute bipartisan effort on the Senate floor
succeeded in winning approval of $25 million for the program in the
Independent OfficessHUD Appropriations bill. This figure was even-
tually pared to $10 million by House and Senate Conferees. However,
the first HUD Appropriation measure was vetoed in August.

A second HUD Appropriations bill later passed the House and
Senate overwhelmingly. This measure also provided $10 million for
the 202 program. ' : -
b_l'fhree key points have emerged from the legislative history of the

11l: - : ' ' ~
—Tt is the clear intent of the Congress that the $10 million appro-
~ priated for section 202 be spent. .
—Moreover, the Senate Appropriations Committee. urged that the
$40.7 million in the 202 revolving fund be used to provide addi-

“tional rental units for the aged. ' '
—And approximately 10 percent of the funding under the section

236 interest subsidy program should be set aside for the elderly.

The Congress has spoken firmly and clearly that housing for
older Americans should receive appropriate attention. There-
fore, the Committee strongly urges that the Department of HUD
make money available at the earliest date for the 202 program
and from its revolving fund to help meet the desperate housing
costs that now deplete the fixed incomes of millions of elderly
Americans.

Tuae 1970 Housine Act

Building upon the solid achievements of earlier housing laws, the
1970 Housing Act also added a new dimension to present programs.
For many older Americans, these proposals can represent a major
breakthrough with potentially far-reaching implications.

Of particular significance is a measure to broaden public housing
coverage to include central dining facilities for persons who are un-
able to prepare their own meals. Equally important, the new law also
authorizes funding under the section 236 interest subsidy program for
congregate housing for the elderly, displaced and handicapped.

Many older persons must now leave their homes and move into ex-
pensive nursing homes—not because they are ill but simply because
they are unable to move around well enough to shop for food or cook
for themselves. For these individuals, these measures can provide an
important alternative to unnecessary institutionalization.

Moreover, the added opportunity to meet and talk with other tenants
in a social setting may be of important therapeutic value for lonely
and isolated individuals. In addition, many elderly persons—who
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might otherwise lack the incentive to cook only for themselves—will
be able to obtain low-cost, nutritious meals.

The Committee recommends that the new congregate housing
provisions for the elderly under the 1970 Housing Act be fully
funded and promptly implemented.

With these innovative approaches, more urgently needed hous-
ing can be built for the aged—not merely to “store” them, but to
restore them to a more active life in their communities and reduce
costs of care that might otherwise be required.

AsststaNT SECRETARY OF HousiNe ¥or ELDERLY

As long as this Nation fails to make the kind of effort needed to deal
with present housing inadequacies that affect older Americans, an
ulnc}ue proportion of the fixed incomes of the elderly will be spent on
shelter.

As a first step, but certainly not as the total solution, Congress should
enact another provision of S. 4154, which calls for an Assistant
Secretary of Housing for the Elderly. One of his functions would be to
formulate a coherent housing program for aging and aged Americans.



PART TWO
AS VIEWED BY OLDER PEOPLE

The Working Papers and the hearings were not specifically de-
signed to hear from older people on their problems of low income
and their suggestions for solution. Yet during the two years a
wealth of testimony was gathered from them—the real experts,
who know from daily experience what it is like to be old and poor
and faced with an outlook of ever bleaker prospects.

For millions of older people, poverty is real—not something that
can be talked about in the abstract: “* * * I listened to him 35
minutes and in 35 minutes he used the word ‘poverty’ 35 times.
Evidently the gentleman forgot that to us poverty is not a defini-
tion what it means to him, poverty—poverty means to us poor and
forgotten. We are the forgotten people.”

In the pages that follow, we hear the voices of the elderly. We
hear also from their spokesmen who are aware that older people
too often feel that they have no right to raise their own voices:
“Too proud to beg, too decent to revolt, too timid to demand, they
stand and wait and wonder.”

These voices bring a dramatic message. But one witness, when
congratulated on his “dramatic and very important message,”
replied “It was not dramatic, it was from my heart.”

The following pages are from the heart.

Tae OveraLL Views or Sentor CITIZENS SUMMARIZED BY A LEADING
(GERONTOLOGIST

Wilma Donahue. Cochairman, Institute of Gerontology, University
of Michigan and Wayne State University, summarized the views of
older citizens in the following testimony (pp. 1041-45) :

Mzr. Chairman, I shall not, as have the other members on
this panel, speak from the point of view of the national Gov-
ernment. Rather, T shall present the views of older citizens
themselves. T shall use as one source of data, the results of
the senior citizens hearings held during the last few months
by the Michigan State Commission on Aging, for which I
serve as chairman. A. second source is a study of the adequacy
of income as perceived by nearly 500 retirees living inde-
pendently in the Detroit metropolitan area, this study has just
been completed at The University of Michigan by Mr. David
Peterson who is a staff member of the Institute of
Gerontology.

The Michigan Commission on Aging considers one of its
most important responsibilities to be that of bringing the eco-
nomic and other problems of the State’s older citizens to the
attention of the Governor, the legislature, and to local and
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public bodies. It also seeks the inclusion of the older popula-
tion in such special Federal-State programs as model cities,
comprehensive regional health planning, community mental
health centers, and low-cost housing. The Commission, like-
wise presses the voluntary agencies, not only to include, but to
give a high priority rating to the need of older people for
the important services provided by these organizations.

To insure: that its advocacy be based on what older people
themselves find to be their major problems, the Commission .
held senior citizen hearings this year in seven localities
ranging from the large urban to the most rural areas of the
State. Old people were invited to come and speak for. them-
selves about any problem that concerned them as old people.
And they came to every one of the seven hearings, hundreds
strong, and many spoke. ,

In_general, all witnesses told the same story, regardless
of whether they lived in the big city or rural hamlef. The
theme was always the same—‘“money.” They documented
again and again what the U.S. Senate Special Committee on
Aging—“Task Force on Economics of Aging”—recently
reported so brilliantly and forcefully; that is, that their eco-
nomic situation is the major problem of today’s old people
and that it is worsening the longer they live.

The witnesses spoke of the constant erosion of their incomes
as they were caught in the “squeeze” between rising costs and
fixed, low-level incomes. They made clear that Government is
failing to take adequate steps to protect their incomes in the -
face of rising costs. They pointed out the pitifully small
social security increases which do not even keep pace with the
rising cost-of-living. At every hearing they told us that
school taxes are skyrocketing—in some communities having
increased as much as 300 to 400 percent in the last 5 vears.
Homeowners pointed out that homestead tax exemptions
allowed older people became outmoded when a new State
equalization valuation law caused the reassessment of all
homes at 50 percent of today’s fair selling price as opposed
to the 25 percent previously assessed. The upward assessment
disqualified many older homeowners for the exemption with
the result that they found themselves faced with several
hundred dollars of new taxes while their incomes had not
increased by a cent. They asked for more homestead tax relief,
and I may add that the Michigan Legislature gave a small
measure of it this session.

Among other issues of taxation reported over and over
were the insurmountable burdens of the special assessments
on homestead property for such items as sewers, sidewalks,
Water systems, paving and other public works, and the erod-
ing effect of the State sales tax which reduces each of their
dollars to 96 cents or even less if they spend, as many must,
l